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SUBJECT: OPEC AND DIFFERENTIALS 

1 . SUMMARY: ALGERIAN PRESS DOWNPLAYS IMPORTANCE OF REDUCTION IN 
PRICE OF IRANIAN HEAVY, BUT TAKES OCCASION TO CRITICIZE IRAQ 

FOR CONTINUED UNDERPRICING OF IT OIL. END SUMMARY. 

2. OFFICIAL GOVERNMENT DAIL EL MOUDJAHID OF FEB 21 DISCUSSES RECENT 
IRANIAN DECISION TO CUT PRICE OF ITS HEAVY CRUDE AND CURRENT 
STATE OF OPEC PRICE ALIGNMENT. CERTAIN WESTERN NEWSPAPERS, 

EL MOUDJAHID NOTES, HAVE DESCRIBED IRANIAN DECISION AS THE 
BEGINNING OF A GENERAL DECLINE IN OIL PRICES; HOWEVER, 

IRANIAN DECISION IS NOTHING MORE THAN A PRICE REALIGNMENT. 
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OPEC, MOUDJAHID ADDS, WILL GUARANTEE GREATER HARMONY WITHIN 
ORGANIZATION. 

3. TURNING TO THE CURRENT DIFFERENTIAL SITUATION, EL MOUDJAHID 
NOTES THAT UNDERPRICED OILS STILL EXIST WITH THE OPEC PRICE 
STRUCTURE, PARTICULARLY IRAQI CRUDE. ARTICLE RECALLS THAT 
ALGERIA STRESSED LAST SUMMER THAT CERTAIN OILS, NOTABLY THOSE 
OF NIGERIA, LIBYA AND IRAQ WERE UNDERPRICED. SINCE THEN THE 
NIGERIAN OIL PRICE HAS COME INTO LINE, AND LIBYA HAS MADEAN 
APPRECIABLE EFFORT TO READJUST ITS PRICE. IRAQ, HOWEVER, 

REMAINS BEHIND THE OTHERS IN RESPECT TO REAL MARKET PRICES. 

4. IT IS TRUE, SAYS EL MOUDJAHID, THAT IRAQ LIKE ALGERIA IS IN 
SPECIAL SITUATION OF MARKETING ITS OWN OIL WITHOUT GUARANTEED 
PURCHASES, A SITUATION WHICH MAY LEAD TO MARKETING DIFFICULTIES. 
IRAQ IS TRYING TO OVERCOME THESE DIFFICULTIES BY SELLING ITS 

OIL NOT AT THE MARKET PRICE BUT AT A PRICE LESS THAN THAT 
WHICH IT CONSIDERS PREFERENTIAL PRICES OF OTHER OPEC COUNTRIES. 

THESE PREFERENTIAL PRICES, ACCORDING TO ARTICLE, HAVE BECOME 
QUASI-CURRENT IN OPEC AND ALLOW FOR A MARGIN ON THE ORDER 
OF 15 CENTS PER BARREL TO COVER 

TECHNICLAL ASSISTANCE WITHIN THE CONTEXT OF PARTICIPATION 
OR NATIONALIZATION AGREEMENTS. 

5. ALGERIA, SAYS EL MOUDJAHID, CONSIDERS IT PERFECTLY NORMAL TO 
OFFER DISCOUNTS ON SIMPLE SALES CONTRACTS AS LONG AS THESE 
DISCOUNTS REPRESENT THE REAL VALUE OF SERVICES PERFORMED BY 
THE COUNTRY ITSELF AND NOT BY AN INTERNATIONAL OIL COMPANY. 

THESE DISCOUNTS, HOWEVER, MUST NOT BE DESIGNED TO COVER UNJUSTIFIED 
REFUNDS AIMED AT FAVORING THE OUTPUT OF ONE OIL AT THE EXPENSE 

OF OTHERS. 

6. COMMENT: ALGERIAN OIL IS CURRENTLY BEING SOLD AT 10-15 CENTS 
OVER THE PRICE ($ 12.75/BARREL) SET BY OPEC IN SEPT. EL MOUDJAHID 
EDITORIAL SEEMS DESIGNED TO INSURE THAT PREMIUM CONTINUES. WITH 
PRESENT LOW PRICES OF IRAQ AND TO LIMITED EXTENT LIBYA, 

ANY WEAKENING IN WORLD MARKET FOR LIGHT OILS WOULD BE FELT FIRST BY 
ALGERIA AND NIGERIA. GIVEN ALGERIAN FEXIBLE PRICES SYSTEM, 

THIS COULD BE TRANSLATED INTO LOWER PRICE AND LOSS OF BADLY NEEDED 
REVENUE. 
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